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Abstract

Abstract

The dual-class share structure provides a new option for the founders of the
company to strengthen their voting rights, and effectively promotes economic growth
through institutional innovation. However, the long-term existence of a dual-class share
structure, the increased risk of abuse of voting rights caused by high concentration of
voting rights, besides, the failure of internal and external supervisory instruments of the
company are also worthy of attention. At the same time, as the "idiosyncratic vision" of
special voting rights holders fades over time, the cost of abusing voting rights caused
by the dual-class share structure may even outweigh the value created by the application
of the system. However, the existing trigger mechanism for event triggering and equity
dilution based "sunset clauses" is not sound, and the trigger conditions are difficult to
achieve. Ordinary shareholders also lose the opportunity to express their interest
demands in the company. In extraterritorial practice, the fixed term "sunset clause" has
played a unique role. On the one hand, it can restrain the abuse of power by special
shareholders, and balance the interests of the company and shareholders, and on the
other hand, it can block the avoidance measures taken by special voting rights holders
with a clear deadline, thereby avoiding the sustainable existence of a dual tier equity
structure and timely ending the dual-class share structure when the institutional
advantages of the dual-class share structure decline so as to protect the interests of the
whole company and ordinary shareholders.

Under the comprehensive registration system, the scope of sectors that are allowed
to list on a dual-class share structure has further expanded, but the corresponding
regulatory measures have not been synchronized. Based on the development and
characteristics of China's capital market, fixed term "sunset clauses" should be
introduced to make up for the inadequacy of regulatory measures. In the design process,
it is necessary to balance the realization of the special voting rights person's unique
vision with the protection of external investors' interests. At the same time, the
regulatory strength of the rules should match the investors' gaming ability, and a fixed
term "sunset clause" should be set in a mandatory and standardized manner, requiring
companies to determine the duration within the legal upper limit when adopting a dual-
class share structure for listing. At the same time, taking the autonomy of the company
into account, after the expiration of the term, all shareholders will allocate voting rights

based on the company's performance and the performance and contribution of special
2



Abstract

voting rights holders, and choose again whether to continue to adopt a dual-class share

structure and limit its frequency to avoid falling into a "helpless approval" situation.

Keywords : Dual-class Share Structure, Fixed Term Sunset Clause, Mandatory

Regulations, Reselection.
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